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Dr. Marie E. Dubke, CPA Editor 
Memphis State University 
Memphis, Tennessee
"THE MANAGEMENT ACCOUNTANT 
AND CREATIVITY," J. B. Edwards, 
MANAGEMENT ACCOUNTING, Sep­
tember 1973.
As the economy changes rapidly, as busi­
ness expansion extends across national 
boundaries, as big business gets bigger 
and social pressures get stronger, the ex­
pectations and demands placed on man­
agement accountants are becoming more 
and more diversified and are more of a 
top-level management nature. The day 
has gone when the accountant's primary 
function was to push a pencil and pound 
an adding machine, grinding out reports 
on existing data alone, buried in the daily 
flow of information. Computers have 
taken over most of the detail work and 
management will depend more and more 
on accountants for decision making and 
projections, new ideas and concepts, and 
a multitude of other advisory services.
This article deals with the need for fu­
ture accountants to possess the ability to 
think creatively. Creativity is the basic 
tool, without which the future manage­
ment accountant will not be able to func­
tion effectively.
The definition of creativity considered 
to be the most useful for management ac­
countants is "the rearrangement of past 
experiences." The author contends that 
there is creativity present in all people, 
that it is not a God-given talent possessed 
by only a few, but a quality which all 
people possess to some degree, many 
times never developed. Creativity is not 
directly related to intelligence levels, but 
is a "whole way of life." The characteris­
tics present in a creative person are set out 
for the reader, followed by a series of sim­
ple, yet very effective tests gauging 
creativity.
Although no specific mention is made 
of this principle, the analysis of creative 
thinking basically describes the science of 
cybernetics, i.e., the key to success lies in 
people's self-image. With their mind, 
they define the "area of the possible," 
thereby setting outer limits on what they 
can do. Many people, according to this 
principle never develop their full poten­
tials in life, primarily because of pre­
conceived notions which produce self­
images that are actually inferior. Mr. Ed­
wards states, as do the cybernetics ex­
perts, that people are self-hypnotized by 
false beliefs, deterring creative thinking 
simply because of a lack of confidence. 
These principles are illustrated very effec­
tively by the use of several short, simple 
tests of the way one thinks. The manner in 
which such simple tests demonstrate such 
profound concepts about human nature is 
quite astonishing.
Following the tests, Mr. Edwards out­
lines the creative process, which involves 
four basic steps — preparation, incuba­
tion, illumination, and verification. 
Older accountants are encouraged to dis­
regard the general notion that creativity 
comes only from the young. Several ex­
amples of creative persons who made 
their greatest achievements at an older 
age are given. Finally, a step-by-step plan 
for development of creativity is set out for 
those who want to improve.
While persuading people to use their 
imaginations to guide them to success is 
not an easy job, there are those who can 
and will develop creativity. The accoun­
tants who possess this quality of creativ­
ity will be valuable to management. This 
article provides accountants with excel­
lent food for thought as well as guides for 
improvement and should be very benefi­
cial, not only to management accountants 
and their firms, but to those in other fields 
of management as well. The article is easy 
to read and the self-tests are simple and 
easily performed. The information pre­
sented should benefit anyone who reads 
and utilizes it for personal development.
Lady F. Sullivan 
"Graduate Student" 
Memphis State University
"SQUARING ACCOUNTS," Neil 
Ulman, THE WALL STREET JOURNAL, 
Volume LII No. 53, September 14, 1973.
British auditors, according to Mr. 
Ulman's article, have initiated action to 
reflect inflation effects in company re­
ports, and this proposal has raised quite a 
stew in business, public, and government 
circles. The resulting storm of protest and 
controversy arises from the fact the pro­
posed adjustment procedure can halve 
conventional profits or even turn them 
into losses.
This "squaring of accounts" to reflect 
the declining purchasing power of money 
raises major political questions on tax pol­
icy and government anti-inflation efforts. 
The article states that Mr. Walber, the 
British Minister for Trade and Industry, 
has notified Parliament that his depart­
ment and the Treasury will jointly con­
duct a government inquiry into inflation 
accounting and its implications. Mr. J. 
Michael Renshall, Technical Director of 
Britain's Institute of Chartered Accoun­
tants, which sets standards for company 
reports, has stated that the governmental 
inquiry might delay but cannot prevent 
the adoption of an inflation-accounting 
standard.
Rough application of the inflation ad­
justment to published company reports 
gave startling results. For examples: the 
published profits for last year of Imperial 
Chemical Industries (which rivals Du 
Pont for the title of world top chemical 
producer) would have been roughly 
halved; Plessey Company (large elec­
tronics concern) would have had a 52% 
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cut in profits; and International Comput­
ers (Europe's largest computer maker) 
would have turned an $8.1 million profit 
into a $17.9 million loss. Mr. Ulman states 
(and logically so) that apparently much 
the same thing would happen to the pub­
lished profits of U. S. companies.
Mr. Renshall of the British Institute 
stresses the urgency of recognizing the 
inflationary "facts of life" by suggesting 
that a good grasp of inflation accounting 
might have prevented the Rolls Royce col­
lapse. The Institute is quite concerned 
that the British government inquiry into 
this accounting proposal might delay its 
goal of requiring companies to show 
inflation-adjusted accounts along with 
conventional figures in their 1974 annual 
reports.
The British government has denied any 
obstructionist motive; it feels a wider and 
deeper discussion of the proposal is war­
ranted before the country rushes into 
such an accounting change-over with its 
widespread implications. The govern­
ment particularly wants an examination 
of inflation-accounting effects on taxation 
and the flow of investment.
Inflation-accounting tends to increase 
profits for high-debt real estate holding 
companies and to cut reported profits of 
manufacturers with heavy capital in­
vestments. Accordingly, such accounting 
could switch some of the tax burden from 
the manufacturers to real estate firms.
Mr. Ulman's article states that only a 
handful of British companies have so far 
voluntarily presented their annual reports 
in terms of inflation-accounting, but 
more say they will be doing so this year.
Such action will undoubtedly spur 
other accountants (worldwide) to fulfill 
their financial responsibilities and attack 
the obvious reluctance of companies to 
publish profit revisions.
William F. Kennon 
Graduate Student 
Memphis State University
"FASB-CASB — SIMILARITIES AND 
DIFFERENCES," Howard W. Wright, 
FINANCIAL EXECUTIVE, Volume XLI, 
No. 9, September 1973.
As a part-time, paid consultant to the Cost 
Accounting Standards Board (CASB), 
Howard Wright is obviously well qual­
ified to present his views of the CASB. 
Unfortunately, the reader immediately 
gets the impression that Mr. Wright's 
purpose is criticism of the CASB and the 
five standards it has promulgated. A pos­
sible reason for his biased opinion be­
comes apparent when the article is taken 
in context with another article, "CASB- 
—Past, Present and Future" by Arthur 
Schoenhaut, presented in the same issue 
of the Financial Executive.
Schoenhaut, the executive secretary of 
the CASB, states that this body had to be 
created to fill the void produced by the 
ineffectiveness of Section 15 of ASPR. The 
article also mentions that Mr. Wright was 
the author of Part 2, Section 15 of ASPB 
and was opposed to the creation of the 
CASB. Mr. Schoenhaut's article was ap­
parently printed as a rebuttal to Mr. 
Wright's highly critical opinions.
After analyzing the five standards pre­
sented by the CASB, Mr. Wright reviews 
future problems which are to be consid­
ered by the Board and gives his personal 
opinions on them. The Financial Ac­
counting Standards Board (FASB) cannot 
yet be evaluated, he states, since it has 
been organized only recently. Although 
he suggests that the FASB might seem to 
be only a continuation of the old Account­
ing Principles Board, the potential exists 
for much better results.
In comparing the organizational struc­
ture of the two Boards, the author is again 
critical of the CASB for its heavy reliance 
upon staff members for research, for its 
short working sessions, and for the pro­
government background of many of its 
personnel. In contrast, he believes that 
the FASB has a more practical organiza­
tional make-up, consisting as it does of 
full-time members not subjected to pos­
sibly conflicting outside influences and 
interests.
The main differences between the two 
boards result from the differences in their 
purposes. The CASB is a creature of gov­
ernment and politics, designed to specify 
the rules under which contract payments 
are made by the government. The FASB is 
a creature of private industry, designed to 
sharpen rules concerning accounting 
practice, primarily for the benefit of the 
investor.
Mr. Wright hopes that the FASB will be 
an improvement over the old Accounting 
Principles Board. The potential of its 
members, its financial backing, and its 
widespread support by the profession are 
all indicators that the FASB will be a suc­
cess. If it is not, the author believes the 
government will promulgate accounting 
rules in the future. Although somewhat 
different in purpose, the two Boards can 
and should work together in Mr. Wright's 
opinion to solve problems, avoid confron­
tations, and prevent duplication of effort. 
This is the most constructive idea pre­
sented by the article. If the accounting 
profession is to advance in its ideas and 
practices, then mutual cooperation and 
good judgment among its members must 
prevail.








20,000 gain ÷ 10
(six month periods) 2,000
$4,000
(See APB Opinion #5)1
13. The auditor's report covering the 
December 31, 1971, financial statements 
of Wald Corporation was qualified due to 
a legal suit pending against Wald. The 
suit was settled on June 30, 1972, and 
Wald was required to make payments of 
$40,000 per month for 20 months begin­
ning January 1, 1973. The discounted 
present value of the future payments at 
June 30, 1972, and December 31, 1972, was 
$790,000 and $792,000, respectively. The 
charge against revenues for the year 
ended December 31, 1972, resulting from 






There would be no charge against rev­
enue in 1972, the liability would be 
shown on the balance sheet.
14. Sanitate Company issued 200 7% 
bonds for $200,000. Each $1,000 bond car­
ries two stock warrants. Each warrant 
grants an option to purchase one share of 
$85 par value common stock at $110 per 
share before December 31, 1973. At the 
date of the bond issue Sanitate's common 
stock is selling for $100 per share and the 
warrants sold for $10 each. The credit for 
the warrants that Sanitate should record 






400 warrants x 10 (selling price) = $4,000. 
$4,000. would be shown as Stock War­
rants Outstanding
(See Welsch3, page 782)
15. Based on the same facts as de­
scribed in item 14, if 95% of the warrants 
are exercised prior to December 31, 1973, 
the total "capital in excess of par" created 






Continued on page 31
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